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AMENDMENT TO GROUP LIFE INSURANCE ACT 





THURSDAY, JUNE 23, 1955 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON H. R. 6903, H. R. 6348, 

H. R. 6436, ann H. R. 6629 or THE 
CoMMITTEE ON Post Orrice aNnp CiviL SERVICE, 
Washington, D. C. 
The subcommittee met, at 10 a. m., pursuant to notice, in the 
committee room, 213 Old House Office Building, the Honorable John 
Dowdy (subcommittee chairman) presiding, for consideration of H. R. 
6903, H. R. 6348, H. R. 6436, and H. R. 6629, which are as follows: 











































[H. R. 6903, 84th Cong., Ist sess.] 


A BILL To amend the Federal Employees’ Group Life Insurance Act of 1954 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Conyress assembled, That (a) section 5 (c) of the Federal Employees’ 
Group Life Insurance Act of 1954 is amended to read as follows: 

*“‘(¢) The sums withheld from employees under subsection (a) and the sums 
contributed from appropriations and funds under subsection (b) shall be deposited 
in the Treasury of the United States to the credit of a fund which is hereby created. 
Said fund is hereby made available without fiscal year limitation for premium pay- 
ments under any insurance policy or policies purchased as authorized in sections 7 
and 10 of this Act, for the payment of any obligations under agreements assumed 
pursuant to section 10 of this Act, and for any expenses incurred by the Com- 
mission in the administration of this Act within such limitations as may be speci- 
fied annually in appropriation acts: Provided, That appropriations available to 
the Commission for salaries and expenses for the fiscal year 1955 shall be available 
on a reimbursable basis for necessary administrative expenses of carrying out the 
purposes of this Act until said fund shall be sufficient to provide therefor. The 
income derived from any dividends or premium rate adjustments received from 
insurers shall constitute a part of said fund.” 

(b) Seetion 5 of said Act is amended by adding the following subsection at the 
end thereof: 

‘(d) The Secretary of the Treasury is authorized to invest and reinvest the 
moneys in the fund created by section 5 (c), or any part thereof, in interest- 
bearing obligations of the United States and to sell such obligations of the United 
States for the purpose of the fuod. The interest on and the proceeds from the 
sale of any such obligations shall become a part of the fund.” 

Sec. 2. (a) The third proviso of section 7 (d) of said Act is hereby repealed. 

(b) Section 7 (e) of said Act is amended to read as follows: 

‘“(e) The companies eligible to participate as reinsurers, and the amount of 
insurance under the policy or policies to be allocated to each issuing company or 
reissuer, may be redetermined by the Commission for and in advance of any 
policy year after the first, on a basis consistent with subsections (c) and (d) of 
this section, with any modifications thereof it deems appropriate to carry out the 
intent of such subsections, and based on each participating company’s group life 
insurance in force in the United States on the most recent December 31 for which 
information is available to it, excluding that under any policy or policies purchased 
under this Act, and shall be so redetermined in a similar manner not less often than 
every three years or at any time that any participating company withdraws from 
participation: Provided, That if, upon any such redetermination, in the case of 
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any issuing company or reinsurer which insured employees of the Federal Govern- 
ment on December 31, 1953, under policies issued to an association of Federal 
employees, the amount which results from the application of the formula referred 
to in subsection (d) of this section is less than the total decrease, if any, since 
December 31, 1953, in the amount of such company’s insurance under such policies, 
the amount allocated to such company shall be increased to the amount of such 
decrease: Provided further, That any increase in the amount allocated to such 
company by application of the preceding proviso shall be reduced by the amount 
or amounts of any policy or policies purchased from such company under the 
authorization of section 10 of this Act; and in force on the date of such redetermi- 
nation.”’ 

Sec. 3. Section 10 of said Act is amended to read as follows: 

“Sec. 10. (a) The Commission is authorized to arrange with any nonprofit 
association of Federal or District of Columbia employees for the assumption by the 
fund created by section 5 (ce) of all life insurance agreements, including all benefits 
contained therein, obtained or provided by such association for its members. 

““(b) The Commission is authorized, without regard to other sections of this 
Act and without regard to section 3709 of the Revised Statutes as amended, to 
purchase from one or more life insurance companies, as determined by the Com- 
mission, a policy or policies of group life insurance to insure all or any portion of 
the life insurance agreements obtained or provided by an association for its 
members and assumed under this section: Provided, That any such company 
must be either (1) the company then insuring such members under a policy or 
policies issued to such association; or (2) a company which is an insurer or a 
reinsurer under section 7 of this Act. The Commission may at any time dis- 
continue any policy or policies it has purchased from any insurance company. 

‘“(e) Any association accepting such arrangement shall, in consideration 
therefor, pay over and transfer to the Commission (1) an amount equal to the 
actuarial value, as determined by the Commission, of the insurance obligations 
ussumed by the fund created by section 5 (ec), or (2) the total assets of the life 
insurance fund of such association, whichever is the lesser. Such payment and 
transfer shall be a premium for the purchase of the Government insurance ar- 
rangement, shall be deposited in the fund created by section 5 (¢c), and shall be 
accomplished in accordance with the procedures and conditions prescribed by the 
Commission, and in accordance with the requirements of applicable law. 

““(d) The arrangements authorized by this section shall be made within six 
calendar months following the date of enactment of this amending Act, or such 
later date as the Commission May agree when there are extenuating circumstances, 
but not later than August 17, 1957, and such arrangements shall apply only to 
life insurance agreements existing on both the date of the approval of this amend- 
ment and on the date of the respective arrangement. 

““(e) Any such arrangement shall provide that the continuation of the insurance 
coverage of such members shall be conditioned upon their payment to the fund 
created by section 5 (ce), in such manner and under such conditions as the Com- 
mission May prescribe, of premium payments equal to the premiums or dues 
previously payable by them for such insurance coverage. 

‘““(f) The members of such associations shall not by reason of any such arrange- 
ments by disqualified from any other insurance benefits provided by this Act if 
otherwise eligible therefor.” 


[H. R. 6348, 84th Cong., Ist sess.] 
4 BILL To amend the Federal Employees’ Group Life Insurance Act of 1954 


Be at enacted by the Senate and House of Re pre sentatives of the United States of 
America in Congress assembled, That the third proviso of section 7 (d) of the 
Federal] Employees’ Group Life Insurance Act of 1954 is hereby repealed 

Src. 2. Section 7 (e) of such Act is amended to read as follows: 

*“(e) The companies eligible to participate as reinsurers and the amount of 
insurance under the policy or policies to be allocated to each issuing company or 
reinsurer may be redetermined by the Commission for and in advance of any 
policy year after the first, on a basis consistent with subsections (c) and (d) of 
this section, with any modifications thereof it deems appropriate to earry out 
the intent of such subsections, and based on each participating company’s group 
life insurance in foree, excluding that under any policy or policies purchased under 
this Act, in the United States on the most recent December 31 for which informa- 
tion is available to it, and shall be so redetermined in a similar manner not less 
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often than every three years or at any time that any participating pany 
withdraws from participation: Provided, That if, upon any such redetermination, 
in the case of any issuing company or reinsurer which insured emplovees of thi 
Federal Government on December 31, 1953, under policies issued to an associa 
tion of Federal employees, the amount which results from the application of the 
formula referred to in subsection (d) of this section is less than the total decrease, 
if any, since December 31, 1953, in the amount of such company’s insurance 
under such policies, the amount allocated to such company shall be increased 
to the amount of such decrease.”’ 

Sec. 3. Section 10 of such Act is amended to read as follows: 

“Sec. 10. (a) The Commission is authorized to arrange with any nprofit 
association of Federal employees for the assumption by the fund of any existing 
life insurance agreements of such association with, or for the benefit of, those of 
its members retired or otherwise separated from the Federal service who consent 
to the transfer and deposit required by subsections (c) and (d) of this sectior 
and the Commission is further authorized to insure the obligations assumed 
with any company or companies meeting the requirements of section 7 (a 

“(b) Any such arrangement shall provide that premium payments by such 
insured members shall thereafter be made at the same rates to the fu 
such conditions as the Commission may prescribe. 

“‘(¢e) Any such arrangement shall further provide that, upon the termination 
of the association’s life insurance agreements under subsection (d) and the dis- 
tribution of its assets, there be transferred to and deposited in the fund the shares 
of the total assets of the life insurance fund of such association that would other- 
wise actually be due to those retired or separated members who consent to have 
their shares so transferred: Provided, That the transfer of assets of any associa- 
tion hereunder shall be accomplished in accordance with the procedures and 
conditions prescribed by the Commission, and in accordance with the require- 
ments of any applicable law of a State of the United States or of the District of 
Columbia. 

“‘(d) The arrangements authorized by this section shall be made only with 
those associations which terminate all life insurance agreements with, or for the 
benefit of, their insured members within six calendar months following the date 
of enactment of this amending Act, or such later date as the Commission may 
agree when there are extenuating circumstances, but not later than August 17, 
1957, and such arrangements shall apply only to life insurance granted to any 
insured member before January 1, 1954. 

“‘(e) The fund shall not assume liability for life insurance as provided in this 
section in respect to a person who is insured under other provisions of this Act, 
and the liability for life insurance assumed by the fund as provided in this section 
shall terminate with respect to any person who becomes insured under other 
provisions of this Act.” 


[H. R. 6436, 84th Cone., Ist 


A BILL To amend the Federal Employees’ Group Life Insuranee Act of 1954 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the third proviso of section 7 (d) of the 
Federal Employees’ Group Life Insurance Act of 1954 is hereby repealed 

Sec. 2. Section 7 (e) of such Act is amended to read _as follows: 

““(e) The companies eligible to participate as reinsurers and the amount of 
insurance under the policy or policies to be allocated to each issuing company or 
reinsurer may be redetermined by the Commission for and in advance of any 
policy year after the first, on a basis consistent with subsections (¢) and (d) of this 
section, with any modifications thereof it deems appropriate to carry out the 
intent of such subsections, and based on each participating company’s group life 
insurance in force, excluding that under any policy or policies purchased under 
this Act, in the United States on the most recent December 31 for which informa- 
tion is available to it, and shall be so redetermined in a similar manner not less 
often than every three vears or at any time that any participating company 
withdraws from participation: Provided, That if, upon any such redetermination, 
in the case of any issuing company or reinsurer which insured employees of the 
Federal Government on December 31, 1953, under policies issued to an association 
of Federal employees, the amount which results from the application of the 
formula referred to in subsection (d) of this section is less than the total decrease, 
if any, since December 31, 1953, in the arnount of such company’s insurance 
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under such policies, the amount allocated to such company shall be increased to 
the amount of such decrease.”’ 

Sec. 3. Section LO of such Act is amended to read as follows: 

“Sec. 10. (a) The Commission is authorized to arrange with any nonprofit 
association of Federal employees for the assumption by the fund of any existing 
life insurance agreements of such association with, or for the benefit of, those 
of its members retired or otherwise separated from the Federal service who consent 
to the transfer and deposit required by subsections (c) and (d) of this section, and 
the Commission is further authorized to insure the obligations assumed with any 
company or companies meeting the requirements of section 7 (a). 

“(b) Any such arrangement shall provide that premium payments by such 
insured members shall thereafter be made at the same rates to the fund, under 
such conditions as the Commission may prescribe. 

c) Any such arrangement shall further provide that, upon the termination of 
the association’s life insurance agreements under subsection (d) and the distribu- 
tion of its assets, there be transferred to and deposited in the fund the shares of 
the total assets of the life insurance fund of such association that would otherwise 
actually be due to those retired or separated members who consent to have their 
shares so transferred: Provided, That the transfer of assets of any association here- 
under shall be accomplished in accordance with the procedures and conditions 
prescribed by the Commission, and in accordance with the requirements of any 
able law of a State of the United States or of the District of Columbia. 

1) The arrangements authorized by this section shall be made only with those 
associations which terminate all life insurance agreements with, or for the benefit 
of, their insured members within six calendar months following the date of enact- 
ment of this amending Act, or such later date as the Commission may agree when 
there are extenuating circumstances, but not later than August 17, 1957, and such 
arrangements shall apply only to life insurance granted to any insured member 
before January 1, 1954. 

The fund shall not assume liability for life insurance as provided in this 
section in respect to a person who is insured under other provisions of this Act, 
ind the liability for life insurance assumed by the fund as provided in this section 
shall terminate with respect to any person who becomes insured under other 
provisions of this Act.” 
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H. K. 6629, 84th Cong., 1st sess.] 


\ BILL To aniend the Federal Employees’ Group Life Insurance Act of 1954 


RB: t enacted hy the Senate and Tlouse of Re prese nialives of the United States of 
n Congress assembled, That the third proviso of section 7 (d) of the 
Federal Employees’ Group Life Insurance Act of 1954 is hereby repealed. 

s 2. Section 7 (e) of such Act is amended to read as follows: 

The companies eligible to participate as reinsurers and the amount of in- 
surance under the policy or policies to be allocated to each issuing company or 
reinsurer may be redetermined by the Commission for and in advance of any policy 
vear after the first, on a basis consistent with subsections (c) and (d) of this sec- 
tion, with any modifications thereof it deems appropriate to carry out the intent 
of such subsections, and based on each participating company’s group life insur- 
ance in foree, excluding that under any policy or policies purchased under this 
\ct, in the United States on the most recent December 31 for which information is 
available to it, and shall be so redetermined in a similar manner not less often than 
every three vears or at any time that any participating company withdraws from 
participation: Provided, That if, upon any such redetermination, in the case of 
any issuing company or reinsurer which insured emplovees of the Federal Govern- 
ment on Deeember 31, 1953, under policies issued to an association of Federal 
employees, the amount which results from the application of the formula referred 
to in subsection (d) of this section is less than the total decrease, if any, since 
December 31, 1953, in the amount of such company’s insurance under such 
policies, the amount allocated to such company shall be increased to the amount of 
such decrease.”’ 

Src. 3. Section 10 of such Act is amended to read as follows: 

“Src. 10. (a) The Commission is authorized to arrange with any nonprofit 
association of Federal employees for the assumption by the fund of all of the 
insurance obligations obtained or provided by such association for its members 
and existing as of the date of the approval of this Act, and to insure the obligations 
so assumed with any company or companies meeting the requirements of section 
7 (a) of this Act. 
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“‘(b) Any such association accepting such arrangement by the affirmative vote 
of a majority of its members may continue in existence and may continue to 
operate as theretofore with the same rights and obligations of the 


of, including the payment of dues at current rates, until the 


i 


members there- 


assets of such asso- 
ciation after the payment of expenses have been applied toward the liquidation of 


such insurance obligations and for such further period in addition thereto as may 
be necessary or desirable in the discretion of the Commission, any Federal or 
State laws, or laws relating to the District of Columbia to the contrary notwith- 
standing: Provided, however, That such association shall neither obtain nor pro- 
vide any insurance for its members after the date of the approval of this Act 
except in the manner and to the extent set forth in paragraph (a) hereof. 

“(c) The operation and management of such association shall be subject to the 
supervision of the Commission and to the extent that assets are available therefor 
the Commission shall be reimbursed by the association for any expenses incurred 
in connection therewith. 

“‘(d) The members of such association shall not bv reason thereof be disqualified 
for the insurance benefits provided by this Act if otherwise eligible therefor.” 

Mr. Downy. The committee will please come to order. 

A number of our members are at another committee meeting this 
morning. Iam amember of it also, and we shall have to have a short 
hearing here because | must attend another hearing 

This subcommittee consisting of Mr. Davis, Mr. Alexander, Mr. 
Kilgore, Mr. Corbett, Mr. Gross, Mr. Henderson, and myself as chair- 
man was appointed to consider bills H. R. 6903, H. R. 6348, H. R. 6436, 
and H. R. 6629. These are bills to amend the Federal Employees’ 
Group Life Insurance Act of 1954. 

Bill H. R. 6348 was introducéd by Chairman Tom Murray on May 
18, 1955. This bill provided for an amendment of the Federal-Em- 
ployees’ Group Life Insurance Act which would allow certain members 
of the employee beneficial associations to continue their insurance 
under these associations under certain conditions. 

After further consultation with the employee beneficial associations 
involved, the insurance companies underwriting the associations’ 
insurance policies and the Civil Service Commission, it was proposed 
that the Federal Group Life Insurance Act of 1954 be further amended 
to provide for the relief of all policvholders in the employee beneficial 
associations. I introduced bill H. R. 6903 as a result of this proposal. 
Mr. DeWitt Hyde of Maryland introduced two bills, H. R. 6436 and 
H. R. 6629 which also provide for the amendment of the Act of 1954. 

When Congress enacted the Federal Employees’ Group Life Insur- 
ance Act of 1954, it recognized that this act would materially affect 
the continued existence of the employee beneficial associations. It, 
therefore, in section 10 of the act, authorized the Civil Service Com- 
mission to arrange for the transfer of the assets of the employees’ 
beneficial life insurance associations and the conversion or assumption 
of the policies thereunder subject to the followmg conditions: 

1. An association must terminate life insurance agreements with 
all of its members not later than August 17, 1955. 

2. Only the life insurance granted retired and separated members 
prior to January 1, 1954, could be assumed. 

3. Such members would continue payments to the fund at the 
same rates previously paid to the association. 

4. The association would transfer to the fund the lesser of (a) the 
total assets of its life insurance fund, or (6) an amount equal to the 
insurance liability assumed by the fund. 

At the time this act was passed it was thought that these provisions 
would be sufficient to allow an orderly and fiir conversion or absorp- 
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tion of the policies of the Federal employees’ beneficial associations. 
However, the fact that the courts had previously ruled that transfer 
of the total assets of an association would require the unanimous vote 
of the membership was not recognized. In attempting to work out 
a conversion with the beneficial associations, the Commission found 
itself virtually at a standstill due to these requirements set by court 
decisions and the impossibility of getting unanimous decisions when 
only retired or separated employees would benefit. The Commission 
has therefore proposed an amendment to the Act of 1954 which is 
contained in bill H. R. 6903 under consideration today. 

The primary purpose of H. R. 6903 is to amend section 10 of the 
Federal Employees’ Group Life Insurance Act of 1954, which conceri 
the insurance held by Federal employees in beneficial associations. 
The bill would authorize the Civil Service Commission to arrange 
for the Government to assume the insurance of all members, rather 
than only those members retired or separated, as provided by present 
law. Members would pay the same premiums to the Federal insur- 
ance fund as they now pay to their associations. As a consideration 
for the Government taking over this insurance, the associations a | 
turn over all of their assets to the fund. The Commission wotld be 
authorized to insure the association agreement so assumed by pur- 
chasing a policy or policies from private insurance companies, inclu d- 
ing those which now underwrite the business. The bill also extends 
the deadline—August 17, 1955 in the present law—for an association 
to make such an arrangement with the Commission. 

The Federal Emplovees’ Group Life Insurance Act of 1954 we 
into effect September of last year. Since that time there has been 
a number of emplovees covered by the beneficial life insurance asso- 
ciations who have died. ‘There is also another large group who have 
re sea d. A considerably larger group are still in the Gove ‘rment. 
The Act of 1954 provides that the conversion of the policies in ques- 
can should be consummated not later than August 17, 195 5. The 
necessity for correcting the inequity which has developed under thx 
language of the act passed last year makes it urgent that this Congress 
take immediate action on this remedial legislation, especially sine 
there is a time limit of August 17, 1955, involved. I therefore hope 
that this subcommittee can arrive at a just and equitable decision 
without too great delay and report out a bill which will satisfactorily 
solve the problems which have arisen. 

Our first witness this morning is the Honorable DeWitt 5S. Hyde. 


STATEMENT OF HON. DEWITT S. HYDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Hype. Mr. Chairman, I appreciate the opportunity to appear 
before this committee on this subject, and I might say that the chair- 
man in his opening statement has very adequi itely and thoroughly 

it seems to me, cove red the arguments in favor of this legislation, aiid 
any further words from me would seem to be just so much surplusage. 
However, for the record, I would like to state the reasons why I 
think that this legislation is needed. 

Further prefacing my statement I would say, Mr. Chairman, that I 
understand that the bill which you have introduced, H. R. 6903, deals 
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adequately with the whole subject matter, and has been agreed to by 
all parties concerned. 

Mr. Dowpy. That was my understanding, and that is the reason I 
introduced it. 

Mr. Hype. Therefore, I will not at this time make any brief for my 
particular bill, H. R. 6629. I recognize that H. R. 6903 makes 
changes which were not covered in the bills that I introduced. So, 
anything that I have to say on the subject is directly on the chair- 
man’s bill, and not about my own bills which, although different in 
language, are both directed to accomplishing the same objective. 

Sect fon 10 of the Federal Employees’ Group Life Insurance Act of 
1954 should be amended for the following reasons: The present law 
in section 10 requires the nonprofit associations of Federal employees 
to transfer to and deposit in the Government Insurance Fund all as- 
sets of their life insurance funds as a CO ndition to assuming life insur- 
ance agreements for only those members who are retired or otherwise 
separated from the Government service. This obviously would not 
take care of those who are siill in the service. 

It requires compliance within 1 year after August 17, 1954, the date 
of the approval of the act. 

Assuming that the associations could comply with section 10, it 
would require the cancellation of insurance protection for all members 
who are actively employed by the Government, notwithstanding the 
fact that such members have for many years paid dues in order to 
provide insurance benefits for their dependents, many of them for 
more than 25 years. Also, the present law would require the for- 
feiture of their entire interest in the assets of the associations. 

The present act requires reduction in insurance at the rate of 2 
percent per month after employees attain the age of 65 until the 
original amount of their insurance is reduced to 25 percent. 

It is apparent that no thought was given to - rights of all mem- 
bers to share in the assets of these associations. Under the associa- 
tion insurance the amount of insurance carried by the employees did 
not reduce after they retired. Of course, the difference was that 
under the association insurance they continued the premiums, where- 
as under the Government insurance I understand that they do not. 

Now, as far as this requirement of transferring assets is concerned, 
under the law a majority of the members of an association cannot 
dispose of all of the assets of the association contrary to the wishes 
of the minority. a t has been decided in our courts in /7ill et al. v. 
Roland et al. (10 Fed. (2d) 623), decided by the Court of Appeals of 
the District of Columbia in 1925. In that case a writ of 
was denied by the Supreme Court of the United States 

That, I might add, is in accordance with general corporation iaw, 
that you cannot dispose of the assets of a corporation without noti- 
fication to and consent by ail of the stoc kholde rs or members, aud if 
they cannot be contacted and « do not ¢ Olist ut if 
nevertheless, dissolved, such assets to 
~, aie for their be efit. 

, in accordance with the background of this case that I have cited 
in 7 suppose general corporation law, the Civil Service Commission 
in interpreting ‘this section 10 has said that this section requires the 
unanimous consent of all members of any association to transfer and 
deliver its assets to the Government fund. The impossibility of 


certorarl 


such corporation 1s, 
‘+h they are entitled must be 
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obtaining such unanimous consent is readilv seen from the fact that a 
number of the associations have large memberships, many of whom 
reside in different parts of the United States and its possessions. Com- 
munications to the members of nine associations, representing a large 
number of active Federal employees, as well as those retired or other- 
wise separated from Federal service, have failed to elicit replies from a 
very substantial minority. Unanimity of opinion exists among counsel 
that judicial proceedings to determine the rights of the membership 
in the assets would require the naming of all members of the associa- 
tion as parties, the issuance of process and publication against thou- 
sands of individual members, and extensive legal services before 
the case could be presented to the court for adjudication, all of which 
would involve the expenditure of large sums, with the possibility of 
long delays and protracted appeals, making it virtually impossible 
to comply with the time limitations set forth in section 10. The 
Civil Service Commission recognizes that the larger associations 
composed of thousands of members may have difficulty in obtaining 
unanimous consent as required by its interpretation of section 10, 
and actually this is an understatement of the problem as it actually 
exists. 
For these reasons, as a practical matter, section 10 is impossible of 
performance by any association which has a substantial number of 
members. 
Now, the change in this section as suggested, or as set out in the 
bill introduced by the chairman, H. R. 6903, will generally do this: 
First, in a general sense, it will remove the inequities created by 
section 10. 
[t will also remove the necessity of a judicial determination of 
matters arising under section 10 with the bad results I have just cited. 
Third, it will permit all members, whether presently employed, 
retired, or separated from Federal service, to continue their insurance 
at present dues rates, and thereby provide more adequately for their 
dependents as they planned to do when they originally took out this 
benefit association insurance. 
Fourth, it will authorize the Civil Service Commission to arrange 
with nonproiit associations for the assumption of their insurance 
obligations. 
As a result it will terminate the right of such associations to provide 
or obtain any additional insurance for their members after the approval 
of the proposed amendment. 
In other words, even though all members in these associations 
retire, the present employees will be permitted to continue their same 
nsurance. 
Mr. Gross. May I interrupt at that point? 
Mr. Hype. Yes. 
Mr. Gross. The other companies are willing to take over the assets? 
Mr. Hype. This Government insurance fund in this bill will take 
over these assets, and these assets will be used as premium (o pay for 
insurance to cover this program. 

Mr. Gross. Does the gentleman think that August 15, 1955, pro- 
vides sufficient time in which to do that? 
Mr. Hyper. No, I would not think so. ~ There is a provision in the 
bill here to extend that tise te 1957. 
Mr. Gross. I see. 
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Mr. Hype. In the chairman’s bill there is a provision that the time 
is extended to August 17, 1957, which is very necessary. They could 
not possibly do it by August 15 of this year. 

Lastly, this change will not require the Government to make any 
contribution for many years, as the reserve funds of the assoc ‘ations, 
together with monthly dues, will be ample to pay insurance claims for 
a long period of time. Any contribution by the Federal Government 
would be negligible if at the time the Government takes over the 
obligations of the association it merges the operation with the Govern- 
ment Insurance Fund. 

1 might conclude by saying, in all frankness, that when these 
associations gradually pay out at the end there may be the necessity 
for some funds bei ing made up, either from this Government Insurance 
fund, or by the way of appropriation to take care of the lag end of 
those associations’ insurance. If there is such a necessity it will be a 
small amount, and certainly nothing more than should be done for 
the fair and equitable treatment of these people who have undertaken 
this so-called association insurance. 

Mr. Downy. I understand that probably the Shenandoah Life In- 
surance Co. has about 90 percent of the coverage at the present time. 

Mr. Hyper. I do not know what the percentage is. 

Mr. Dowpy. It is a very large percentage of the coverage. 

Mr. Hype. Yes. 

Mr. Dowpy. Are there any questions? 

Mr. Davis. I believe not. Brother Hyde has made such a fair 
statement that I do not need to ask him any questions about it. 

Mr. Dowpy. Mr. Gross? 

Mr. Gross. I have no questions, Mr. Chairman. 

Mr. Hypr. Thank you, Mr. Chairman. 

Mr, Dowpy. Thank you, Congressman Hyde. 

The House is meeting today at 11 o’clo 
deal of time under any circumstances. 

Mr. Irons, is your statement long or very short? 


‘k, so we do not have ua great 


TATEMENT OF WARREN B. IRONS, DIRECTOR, BUREAU OF 
DEPARTMENTAL OPERATIONS, CIVIL SERVICE COMMISSION 
Mr. Irons. I can take a hint, — Chairman. 

For the record, I am Warren B. Irons, Director, Bureau of Depart- 
mental Operations, United States Civil Service Commission. 

Mr. ¢ DOR you have so thoroughly analyzed the situation and 
described your bill, H. R. 6903, that I see no necessity for me to 
repeat the provisions of the bil, unless the committee wishes me to 
do So. 

Congressman Hyde has very effectively described the problem that 
faces emplovee beneficial associations of the Government in imple- 
menting existing section 10. 

[ would merely like to supplement the Congressman’s remarks on 
the matter of cost. 

When section 10 was origmally enacted the Commission estimated 
the cost of the life insurance fund not to be met by direct app ropria- 
tions by the Government, but from the Fund would be in the neigh- 
berhood of $22 million over a long period of years. 

The actuarial computation of the cost of H. R. 6903 indicates a cost 
in the neighborhood of $33 million, as contrasted with the original 
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estimate of $22 million for covering the retired and separated em- 
ployees. That is a difference of $11 million, 

Mr. Davis. Is that the cost per vear’ 

Mr. Trons. No, sir, that is the total over a long number of years, 

20 or 25 vears. 

Mr. Davis. Yes. 

Mr. Irons. We see no reason at all to anticipate that Congress 
would ever have to appropriate any part of that $11 million. The 
Group Life Insurance Fund is and will be more than adequate to-take 
care of the additional liability being assumed if H. R. 6903 is passed. 
I shall be very glad to answer any questions if you would like to 
have me do so. 

Mr. Davis. You testified, I believe, that the sum of $33 million 
would cover the cost for something like 25 years? 

Mr. Irons. It will cover the entire additional cost of assuming this 
obligation. Twenty-five or thirty years is just about the life expec- 
tancy of the members of these associations. 

Mr. Davis (presiding). Do you have any questions? 

Mr. Gross. I do not have any further questions. 

Mr. Davis. Here is a matter I will ask you about: This matter 
has been brought to my attention. Section 6 (b) provides that the 
employees insurance may be continued on retirement without cost 
if the employee has 15 or more years of creditable civilian service. 

It has been suggested that this discriminates against veterans in that 
it does not allow credit for their military service. This service is 
allowable in all instances except for this purpose. What effect would 
it have if the word “civilian” was struck from this subsection? They 
vive an example here of a Federal employee’s retirement with a total 
of 16 years of creditable service, but with only 13 and a half years of 
this being civilian service. The entire 16 years is creditable toward 
retirement, but only 13 and a half years are creditable toward reten- 
tion of his insurance policy. As a result, on his retirement he loses 
his policy unless he converts it to a commercial policy at prohibitive 
rates. 

What would you say about that? 

Mr. Irons. Mr. Congressman, I recognize that there is an inequity 
existing there because under the Group Life Insurance Act at present 
it requires 15 vears of civil service unless he 1s retired for disability 

To w consistent I would think that the act should be amended to 
provide that he would be entitled to the coverage if he had at least 5 
years’ civilian service, which is the provision in the Civil Service Re- 
tirement Act, rather than making it just 15 vears of any kind of service, 
because that could be no civil service at all other than a day or two. 
So, I am sure that the Commission would offer no objection if the 
Group Life Insurance Act were so amended. 

Mr. Davis. I have a letter here in my own file. A constituent 
writes me to this effect: 

For the past 14 years I have been employed by the Federal Government. 
Prior to my appointment, I completed more than 14 months of military service 
which is creditable for retirement purposes. 

During a recent physical examination, my physician advised me that I had a 
degenerative dire disease. He advised that I should not lift heavy objeets, and 
should avoid bending, crawling and other ardous physical exertion required in 
my position as an operating engineer. ‘Therefore, I made application for disability 
retirement. 





ET 


AMENDMENT TO GROUP LIFE INSURANCE ACT ll 


My application for retirement is presently under consideration. I have been 
informed that since I am over age 65 and meet the age and service requirements 
(15 years of creditable service) for optional retirement under section 1 of the 
Civil Service Retirement Act of 1930, I cannot be retired for disability I must 
retire under the optional plan. Ordinarily, such retirement would have no 
adverse effect on the benefits I receive, however, I have been informed that my 
retirement under the optional plan requires that I either convert my Federal 
Employees’ Group Life Insurance Policy to an individual policy at standard 
rates or lose the protection which I now have. If, on the other mand, I had 


completed less than 15 years of creditable service before becoming disabled, I 
could have been retired for my disabilities under section 6 of the Retire ment Act 
and continued to receive my group life insurance protection without cost, under 
section 6 of the Federal Employees’ Group Life Insurance Act of 1954. 

That is pretty much the same as the case which another member 
had presented. 

Mr. Irons. That is the same, and changing 15 to 5 years civilian 
would protect that particular situation. 

Mr. Davis. Do you have any questions, Mr. Gross? 

{ 

Mr. Gross. No, I have no questions. 

Mr. Davis. Thank you very much, Mr. Irons. 

Mr. Irons. Thank you, Mr. Chairman. 


STATEMENT OF W. A. KENYON, SECRETARY-TREASURER OF 
THE WAR DEPARTMENT BENEFICIAL ASSOCIATION, REPRE- 
SENTING THE GOVERNMENT GROUP INSURANCE CONFERENCE 


Mr. Davis. Mr. W. A. Kenyon, secretary-treasurer of the War 
Department Beneficial Association, representing the Government 
Group Insurance Conference. 

Mr. Kenyon. Mr. Chairman and members of the committee, my 
name is W. A. Kenyon, secretary-treasurer of the War Department 
Beneficial Association. 

I am representing the Government Group Insurance Conference, 
composed of delegates from 12 beneficial associations. We have 
worked closely with the Civil Service Commission to find a solution 
to the problems confronting the association We believe H. R. 6903 
provides a satisfactory solution to these pr oble ‘ms. 

We sinc -erely hope that the bill will be passed at this session of the 
Congress. I have with me a prepared statement of 8 pages which 
covers the history of the 12 beneficial as eaataae and deals with the 
problems involved. I shall be glad to read it, but on account of 
the short time available perhaps I should submit it for the record. 
It will take me about 20 minutes to read it. 

Mr. Davis. Well, suppose you just tell us brie 

Does the group which you represent favor this bill er is it opposed 
to it? 

Mr. Kenyon. It favors it. 

Mr. Davis. Is there any parti ‘ular matter that you ould like to 
spotlight, or any particular thing that you would especially 
call to the committee’s attention? 

Mr. Kenyon. No; there is not in the bill. As I stated, we believe 
that it provide sa satisfactory solution to our problems and we sincerely 
hope that it may pass at this session of the Congress. 

Mr. Davis. Thank you, sir. 

Mr. Kenyon. I have a prepared statement of eight pages here 
which I would like permission to leave with the committee for the 
record. 


il re to 
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Mr. Davis. Without objection that will be made a part of the 
record. 


(The statement submitted by Mr. Kenyon is as follows:) 


STATEMENT TO ACCOMPANY PROPOSED AMENDMENT OF INSURANCE ACT FOR THE 
GOVERNMENT GROUP CONFERENCE 


Mr. Chairman and members of the committee, my name is W. A. Kenyon, 
secretary-treasurer of the War Department Beneficial Association. I am repre- 
senting the Government Group Insurance Conference, composed of delegates 
from 12 beneficial associations. This statement is therefore submitted on behalf 
of approximately 120,000 members of these associations which were organized 
on a nonprofit besis by empleyees of the Federal Goverumeni around 1928-30 
for their mutual protection in making group life insurance available at low cost. 
I will leave with the committee a list of these 12 associations, 

Prior to the organization of these group life insurance associations, different 
types of so-called immediate relief associations were operating in many Govern- 
ment agencies. Such associations were operated on an assessment basis and 
provided a limited death benefit. In case of the death of a member of an associa- 
tion his beneficiary would be paid a small sum of money, generally $250. When 
the funds of the association were depleted the members would be assessed, gener- 
ally for $11. The death benetit provided by these assessment associations was 
whoily inadequate and the cost probably averaged from $6 to $8 per year. Also, 
in those days the practice prevailed of ‘“‘passing the hat’’ in case of the death of 
an employee. When the group life insurance associations came into being the 
so-called immediate relief associations ceased operations and the hat passing 
practice more or less disappeared because it was recognized that even the lowest 
paid employee could well afford to pay a dollar a month for a policy of insurance 
for as much as $1,000. 

Heads of departments and independent agencies recognizing the need for funds 
to meet last expenses and burial of employees and also if possible to provide a 
little emergency assistance to their families, encouraged organization of the associa- 
tions as movements for the welfare of their employees and authorized their plan 
to meet this need to be called to the attention of employees through usual official 
channels. Through their operation group life insurance has been available to 
employees for more than 25 years before the Federal Government made any 
provision for it. Entirely through dues paid by members it has been possible 
for them to come to the assistance of families in many thousands of eases of 
! 


death or total disability and to the extent of many millions of doilars. In facet, 





as of February 1954, some $27 million in claims had been paid to members’ 
beneficiaries 

The associations have always informed members they may keep this insurance 
in force for the remainder of their lives whether or not they remain in Federal 


ice, Che exeess of dues over underwriter and administrative costs has been 


placed in dues contingency funds which have grown over the years to a total of 





about $16 million. These assets are available for use in future years when mem- 
bers become older and dues paid might be insufficient to meet the higher premiums 
charged by the underwriter. It is therefore apparent that the associations have 
planned to enable their members to keep their insurance in force for their lifetimes. 

inasmuch as the premiums payable to the insuring company are based on the 
attained age of all members of a particular association on the anniversary date of 
each group policy, it is apparent that in order to avoid too rapid an increase in 
premiums & representative number of new members must be acquired. Inasmuch, 
therefore, as each association may draw new members only from the personnel of 
the Government agency or agencies it represents, and inasmuch as under the act 
of August 17, 1954, Federal employees may now obtain larger amounts of insurance 





than through membership in the various group life insurance associations and at 
a lower cost, it is axiomatic that few if any new members can be acquired by the 
associations. This creates a critical situation which could not have been antic- 
ipated during past vears, and the reserve funds of the associations will eventually 
be exhausted because premiums will more rapidly increase. 

Following the approval of the Federal Employees Group Life Insurance Act of 
1954 on August 17, 1954, it became apparent to the various associations which are 
members of the Government Group Insurance Conference that it would be neces- 
sary for the Conference to retain iegal counsel because of the important problems 
which were posed by section 10 of the act. Thereafter, it was soon recognized 
that section 10 would be unworkable because in substance it requires that all 





ee. 
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insurance agreements shall be terminated and that all of the assets belonging to 
the associations shall be turned over to the Government in exchange for the 
assumption by the Government of a part only of the life insurance obligations of 
the associations; namely, those obligations to such of the members of the associa- 
tions as are either retired or separated from Government service. 
that the equitable share in the assets of those members who are still actively em- 
ployed by the Government would be lost to them forever, along with their life 
insurance coverage which in many cases has been maintained by them over @ 
period of many years. 

From a review of the published hearings on 8S. 3507 and of the Senate and 
House reports accompanying 8. 3681, it appears that little if any consid ration 
was given to the fact that in addition to losing their life insurance benefits, those 
members still actively employed by the Government also would lose thir propor- 
tionate interest in the assets of the association without any compensation. In 
other words, section 10 as enacted would protect the insurane> of those as 
members who are retired and separated fron the Government s«rvice, but at the 
price of requiring those members who are still actively emploved to saerif 
equitable share of the assets as well as their insuranee benefits. 

In the opinion of counsel, there can be no compliance with seetion 10 as it 
now stands unless court proceedings are instituted by or against each of the asso- 
ciations naming the numerous members and the Government as parties and a 
judicial decree obtained in each case which would direct the transfer of the assets 
to the Government. As to the outcome of such a proceeding, there is s°rious 


This means 


doubt as to whether a court would direct an association to comply with section 10 
in view of the basic unfairness in requiring a forfeiture of the equitable shares of 
those members who are actively employed by the Government and this is so 
whether a majority of the members of each association proved to b»® in favor of or 
opposed to complianee. In addition, there is a serious qu°stion as to whether a 
court could constitutionally deprive dissenting members of their equitable share 
of the assets. 

Insofar as is known to the Group Conference, the Civil Service Commission has 
issued no formal ruies or regulations under the act, but it has been officially 
announced that compliance with section 10 would not be accepted by the Com- 
mission unless 100 percent of the members of each association approved such 
action in writing. This requirement undoubtedly was interposed because of the 
legal difficulties which might ensue if the Commission were to accept funds equit- 
ably belonging to nonconsenting association members. However, as a practical 
matter it is not possible for the larger associations to obtain unanimous consent, 
and therefore the present section 10 is unworkable both because of the legal difficul- 
ties in divesting nonconsenting members of their equitable interests in the assets 
of the associations and also because of the unattainable requirement imposed by 
the Civil Service Commission. 

The Government Group Conference consists of 12 associations having member- 
ship of approximately 120,000. Of these 50 percent are now actively employed 
in the Government service and 50 percent are either retired or separated from the 
Government service. The total value of the assets of all associations is $16 million 
and therefore it appears that on a per capita basis 50 percent of the assets would be 
allocable to the active members in the event of dissolution of the associations 
and that the remaining 50 percent would be allocable to the members who are 
retired or separated. This calculation assumes, of course, that if the assets were 
to be divided such division would be made on a per capita basis. However, it 
may be that a court would determine that some other basis should be used, for 
example, that distribution should be made according to the number of units of 
insurance held by each member, or accordir 
has paid dues into the association, or ace 





1 


g to the length of time each member 
rding to the amount actually paid 
by each member during his period of membership. In other words, only a court of 
competent jurisdiction in a proper proceeding can determine the amount and 
method of allocating the assets of these associations to the m 


i rye ~ 
If it was the intention of the Congress to protect the insurance in these associa- 
tions now being carried by those members who are retired or separated from 


the Government service, then it is respectfully submitted that the only way in 
which this can be accomplished is by a plan under which t 


' 
il nere would be no 


necessity for a dissolution of the associations and a division of their assets. Ort} 


ler- 
wise, court proceedings are required and it is entirely possible thar if oily a 
minority of the members of an association were in favor of a division of assets the 
court might decline to decree a dissolution (ef. D. C. Code, 195! ed ec. 20-701 

This would mean that in the event the association should tiereafte> fine itself 


unable to continue because of the competition created by the act, ali of its insur- 
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ance coverage would necessarily be lost, including that of the retired and separated 

employees. 

Insurance laws would not permit an insurance company to liquidate without 

first arranging with some other insurance company to take over the insurance 

obligations to its policyholders. While insurance laws are not applicable to these 

associations, in view of the fact that members have always been assured they 

may keep the insurance for life, the associations have at least a most serious 

moral responsibility to make this possible to the utmost of our ability, especially 

since most employees still in Government service have informed the various 

associations they are most anxious to keep it. A large majority of these members 

are located in various parts of all States. They have always considered this as 

permanent insurance the same as any other insurance they have secured. 

Because of these considerations, the Group Conference recommends an amend- 

ment to section 10 whereby the legal difficulties attendant upon any division of 
assets is avoided. Accordingly we favor the enactment of H. R. 6903 into law. 

This plan would entail no division of assets, and therefore no court proceedings 

would be required. The present members of the associations would continue the 
payment of dues at current rates and the rights and obligations of all members, 

active Government employees as well as those retired and separated, would be 
protected. 

The argument that currently employed members lose nothing since they have 
the Government-sponsored insurance in the place of their association coverage 
overlooks the following facts: 

1. The reducing feature in the amount of insurance an employee can retain 
after age 65 under the Government-sponsored insurance can reduce the benefits 
of the lower salaried employees below those they would retain under the non- 
reducing association insurance. Under this feature the Government insurance 
provides that after reaching the age of 65 the insurance will reduce 2 percent 
per month but not below 25 percent of the amount an employee had at 65 years 
of age. For example, if an employee’s salary was $3,000 or $4,000 per annum 
his insurance would begin decreasing when he reaches 65 and when he is 68 he 
will have only $750 or $1,000 of insurance. With current medical costs and 
burial expenses this is not much of a ‘‘clean-up” fund. You certainly cannot 
refer to it as an insurance estate. Under the beneficial association plan with the 
exception of a few instances there is no reduction in the amount of insurance 
originally contracted for. 

2. Should the currently employed member lose his Government employment 
he would then have not only lost his association insurance but also his Govern- 
ment isurance since the latter coverage ceases upon termination of employment. 
For example: the Government insurance does not permit an employee to continue 
his insurance when he leaves the service—either by RIF, resignation or otherwise. 
Emplovee ‘‘A”’ has worked for 15 years in an agency. He started at 25 years of 
age. He is RIF’d and under the Government plan the only continuing insurance 
advantage he has is to be able to apply for insurance without undergoing a medical 
examination. He will have to pay the premium rate for such insurance as his 
current age (age 40) requires. Under the beneficial program he would be allowed 
to make his regular payments none of which are in excess of $1.50 per unit per 
month and continue his insurance in force. Some married women employees do 
not expect to continue in service until retirement age, some employees expect to 
soon enter private business or employment, and some are engaged on duties which 
will terminate within the foreseeable future. The President of the United States 
in urging the passage of a plan of contribution group life insurance for Federal 
civilian emplovees stated: “‘By means of this plan Government workers could 
supplement their Own insurance programs at minimum expense.’ (Excerpt 
from the President’s message of May 19, 1954, to the Congress.) 

Also as recently as March 16, 1955, the Civil Service Commission issued a news 
release containing the following: 

“Chairman Young also said that the Commission is continuing to urge Federal 
employees not to drop other life insurance in favor of the Federal program. He 
said that just recentiv a letter was sent to the heads of Federal employee organiza- 
tions, agency personnel directors, and the Commission’s own regional directors 
asking them to continue to discourage employees from looking upon the group 
life insurance they obtain under this program as a substitute for regular life insur- 
ance protection purchased from insurance agents.” 

The Government Group Conference feels that Congress acted wisely in the 
passage of the Federal employees group life insurance bill but at the same time 
we also feel that Congress would not knowingly jeopardize the protection of present 
employees which they have so long strived to keep and which they value so highly. 
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They were encouraged to secure this protection for many years while that wa 
the only low cost protection available and the beneficial 


ie cial associations have 3 
fully performed their service but are now faced with competition that makes i 
impractical to secure new members, an event which th cou'd not have antici- 


pated. Therefore in simple justice to more than 120,000 deserving employ 
located in various parts of all States, Congress is urgently re 


favorably the amendment now hefore this commit 


GOVERNMENT GROUP INSI N ¢ CONFERENCE 


Department of Agriculture Beneficial Associatior 

{ nited States Departime nts of Commerce and Jus ‘e Beneficial 
Government Printing Office 

District Government 

Department of the Interior Beneficial Association 


United States Departm t of Labor BRenefic ssocla ) 
Navy Department Beneficial Associatio 
Post Offic Devart pent 


United States Treasury Department Beneficia! 
Employees’ Welfare Association—Veterans Administration 
Washington Navy Yard Group Life Insurance Associati 
War Department Beneficial Associatio: 







Mr. Davis. Thank you, Mr. Kenyon. 

Mr. Kenyon. Thank you, Mr. Chairman and gentlemen of the 
committee. 

STATEMENT OF LUTHER STEWARD, PRESIDENT, NATIONAL 


Avia 


FEDERATION OF FEDERAL EMPLOYEES 


Mr. Davis. Mr. Luther Steward, president, National 


of Government Employees. 
Mr. Srewarp. Yes, sir. 


i deration 


Mr. Davis. Have a seat, Mr. Steward. 
Mr. Stewarp. Mr. Chairman, and members of the committee, my 


ame is Luther Steward, president ff the National Federation of 


‘ } 7 nine re ie 

Federal Emplovees. 
tj i } 
Bie ‘ 


) Ons 1 . . 4 } 
.. 6903 adequately covers the situa mn ereated | 
of the Federal igmplovees’ Group Life Insurance Act 


connection with the enactment of the legislation referred to it apnhe 


_ ‘ “ } . } , ‘ . 

to a substantial number of emplovees s il hes iT 
were separated irom. the service, and some who retired irom the Fed- 
erai service Who had Insurance ecoverace with varrous beneficial! esn- 


1 } 
| 


clations and who would, there Vv, tose that coverave and be severely 
discrimingzted against. We feel that H. R. 6903 adequately cover 
the situation and preserves the equities for these employees, and ¥ 
ts early and prompt reporting and enactment. 

Mir. Davis. Mr. Steward, are you familiar with a bill in the Senate. 
known as S. 1792? 

Mr. Srewarp. I do not know; I do not identify it immediately by 
that number, Mr. Chairman. 

Mr. Davis. I have a communication which has been sent to me 
by a member of one of these Government group insurance organiza- 
tions. I do not have a copy of that bill here. I just wondered if you 
were familiar with it. 

Mr. Ste warp. Does it cover this? 

Mr. Davis. I do not have it here. Have you seen that bill, Mr. 
Steward? 

Mr. Srrwarp. I do not remember it. 
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Mr. Davis. Never mind, I understand that bill has been amended. 

Mr. Irons. Here is a copy of it. 

Mr. Svewarp. It seems to have the same objective in mind, but 
we feel that H. R. 6903, which has been developed by consultation 
with all parties at interest, and meets universal approval, covers the 
subject more adequately. 

Mr. Davis. Thank you very much, Mr. Steward. 

Are there any questions? 

Mr. Gross. No, I have no questions. 


Mr. Davis. Mr. Henderson, do you have any questions? 
Mr. Henprerson. | have no questions. 

Mr. Srewarp. Thank you, Mr. Chairman and gentlemen of the 
committee. 


STATEMENT OF JOHN A. McCART, LEGISLATIVE REPRESENTATIVE, 
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


Mr. Davis. Mr. John A. McCart, legislative representative, Ameri- 
can Federation of Government Employees. 


Mr. McCarrt. Yes, sir. 


Mr. Davis. Have a seat, Mr. McCart, and we will be glad to have 
your statement. 

Mr. McCarr. Mr. Chairman, my name is John A. McCart. I am 
legislative representative of the American Federation of Government 
Employees. 

We appear before the committee today to endorse H. R. 6903, 
because it takes care of a problem which could not have been antici- 
pated when this legislation was approved last year. 

The members of the committee may reca 1a 1e legislation, 
I} f tl tt ll that the legislatior 
which was the basic act, was passed in somewhat of a hurry, and it 
was impossible at that time to foresee all of the difficulties that could 

arise. 


H. R. 6903 takes care of one of those inequities that inevitably 
develop in any legislation of this large scope. We feel that it takes 
care of it adequately, and we urge that the committee take early 
action by issuing a favorable report on the measure which is before 


a 
you today. 1 would like to ask permission to file an additional state- 
ment. 


Mr. Davis. Your statement will be filed at this point in the record. 
(The statement is as follows:) 


STATEMENT OF THE AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


The American Federation of Government Employees is in hearty aecord with 
the principle embodied in H. R. 6903 and similar bills under consideration by this 
committee. That principle is that no Federal employee who has been insured by 
a nonprofit association of Federal emplovees, operating as an 


insuring organiza- 
tion, shall suffer am 


n of the confidence he reposed in an organization 
blished and was fully prepared to meet its obligations prior 
to the inception of the Federal employees’ group life insurance program. 


While this program has provided valuable benefits for Federal employees, the 
terms of the Federal Employees Group Life | 


Insuranee Act of 1954 placed at a 
disadvantage the relatively small beneficial insurance organizations formed by 
and for Federal employees. As a matter of fact, it was scarcely possible for 
them to continue to provide life insurance for their policvholders in Federal 
service. The bill under consideration would place the Government back of the 
life insurance policies issued by these beneficial groups. 

It is only equitable that the proper procedure be provided for the assumption 
by the Government life insurance fund of the obligations of these companies, if 
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which was legally esta 
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the majority of their members signify their desire to transfer these obligations to 
the Government fund. This will provide an orderly procedure for an equitable 
liquidation. Section 10 of the Insurance Act of 1954 in its present form is too 
restrictive as to time in which a satisfactory arrangement may be made by these 
small companies which operate only for and in the interest of the members of 
the organizations of Government, employees who sponsor them. 

The American Federation of Government Employees is of the opinion that a 
satisfactory solution is provided for this problem by H. R. 6903. The other bills 
before this committee are aimed likewise at the accomplishment of a satisfactory 
solution to this problem. However, in reading the other bills there have been 
some questions suggested which it seems desirable to raise for the purpose of 
clearing any misunderstandings if such there be. 

The other bills under consideration, in amending section 10 (a), continue the 
wording of that section in the present law, which restricts the benefits of any 
arrangement whereby the Government assumes the insurance obligations of a 
nonprofit association of Federal employees. That restriction confines the arrange- 
ment only to those of its members retired or otherwise separated from the Federal 
service. It would appear to offer no relief to those insured members who are 
continuing their Federal employment. 

H. R. 6903, on the other hand, is broader in its scope, and makes it possible for 
the assumption by the Government insurance fund of all the insurance obligations 
obtained or provided by such association for its members. No mention is made of 
retirement or separation from the service. These are our chief reasons for support- 
ing favorable action on H. R. 6903. 

It is to be hoped that immediate action will be taken on this legislation so that 
early relief can be given these policy holders. The opportunity to submit this 
statement is appreciated. 


Mr. Davis. Are there any questions? 

Mr. Gross. No. 

Mr. Henperson. No, sir. 

Mr. Davis. Thank you very much, Mr. MeCart. 

Mr. McCarr. Thank you, Mr. Chairman and gentlemen of the 
committee. 


STATEMENT OF E. C. HALLBECK, LEGISLATIVE REPRESENTATIVE, 
NATIONAL FEDERATION OF POST OFFICE CLERKS 


Mr. Davis. Mr. E. C. Hallbeck, legislative representative, National 
Federation of Post Office Clerks. 

Mr. Hatuseck. Good morning, Mr. Chairman, and members of 
the committee. I have a brief statement, and, with vour permission, 
I would like to merely insert it in the record and say that the organi- 
zation which | have the honor to represent is one of those which is 
very vitally concerned with this problem. We have lots of insurance 
in effect which is in grave danger of becoming insolvent unless some 
action is taken. We believe that H. R. 6903 will adequately protect 
the people involved, and we want to urge its early enactment into law. 

Mr. Davis. Without objection your statement will be included in 
the record at this point. 

(The statement submitted by Mr. Hallbeck is as follows:) 


STATEMENT OF E. C. HALLBECcCK, LEGISLATIVE DiRECTOR, NATIONAL FEDERATION 
oF Post OFFICE CLERKS, ON AMENDMENTS TO THE FEDERAL EMPLOYEES’ 
Group Lire INsuRANCE AcT 


Mr. Chairman and members of the subcommittee, my name is E. C. Hallbeck 
and I am the legislative director of the National Federation of Post Office Clerks 
with headquarters at 711 14th Street NW., Washington, D. C. 

I appreciate the opportunity of appearing this morning in support of bills de- 
signed to correct certain deficiencies arising from Public Law 598 of the 83d 
Congress. 
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Public Law 598, 83d Congress, the Federal Employees’ Group Life Insurance 
Act, contained a provision authorizing the Civil Service Commission to arrange 
with Federal employee organizations for the assumption of life insurance agree- 
ments that such organizations had with retired or otherwise separated members 
of such organizations. 

The interpretations of the provisions of section 10 of the Federal Employees’ 
Group Insurance Act have made it impossible for most of the Federal employee 
organizations to comply with the provisions, and have thereby had the effect of 
nullifying the provisions of section 10 of the act, to all intents and purposes. 
When Congress enacted this legislation it was realized that when the act became 
effective, it would be difficult or impossible for Federal employee organizations to 
maintain life insurance groups for any lengthy period at rates that would not 
become prohibitive. The insurance provided by the Federal Employees’ Group 
Life Insurance Act in amounts and at rates that could not be assured by the 
Federal employee organizations, destroyed the field for new members in the 
Federal employee insurance groups. This made it impossible to maintain existing 
rates through securing new members from the younger people entering the 
Federal service, and maintaining a membership of the same average age. The 
act, therefore, which was designed to provide the benefit of a reasonable amount 
of life insurance for Federal employees, had for a smaller group, just the opposite 
effect. It threatened to deprive them of life insurance that they had struggled 
for many years to maintain. 

While section 10 of the Federal Employees’ Group Life Insurance Act made 
provisions for the Civil Service Commission assuming the insurance policies of 
those members who were retired or otherwise separated from the Federal service, 
the operation of the act also partially nullified the benefits of some members of 
the Federal employee organizations still actively employed in the Federal service. 
Many of these members have maintained life insurance in the Federal employee 
organization groups for many years, and they could only replace that insurance 
at this time at prohibitive rates. These are, of course, Federal employees who 
have been seriously concerned about providing adequate life insurance protection. 
It is true that the Federal Employees’ Group Life Insurance Act provided 
limited insurance for such employees, but if its operation resulted in the loss of 
other insurance maintained by such employees, the benefits provided by the 
Federal Employees’ Group Life Insurance Act were reduced. 

It is our belief, therefore, that the Federal Employees’ Group Life Insurance 
Act should be amended in a manner that would enable the Civil Service Commis- 
sion to assume all life insurance policies in force in groups of Federal employee 
organizations. In our judgment, H. R. 6903 contains provisions for such amend- 
ments to the Federal Employees’ Group Life Insurance Act and we urge that this 
bill be approved by the Subcommittee. 

Mr. Davis. Are there any questions? 

Mr. Hauuseck. | might say this in addition, Mr. Chairman, that 
I understand the bill which the chairman referred to, S. 1792, has 
been ordered reported out by the Senate Post Office and Civil Service 
Committee with amendments which make it practically identical 
with H. R. 6903, so there will be no difficulty on that score. 

Mr. Davis. Thank you for your statement, Mr. Hallbeck. 

Mr. Hauiseck. Thank you, Mr. Chairman and gentlemen of the 
committee. 

Mr. Davis. I have a letter here under date of June 21, 1955, from 
Mr. Richard 8. Leftwich, general counsel and secretary of the Shen- 
andoah Life Insurance Co., Inc., of Roanoke, Va., which approves 
H. R. 6903, which will be included in the record at this point. 

(The matter referred to is as follows:) 

SHENANDOAH Lire INsURANCE Co., INc., 
Roanoke, Va., June 21, 1955, 

te H. R. 6348 

Mr. Freperick C, BELEN, 

Chief Counsel, Post O flice and Civil Service Com mittee, 
House of Representatives, Washington 25, D. C. 

Dear Mr. BELEN: I have received your telegram of June 21 and your letter 
of June 20 enclosing copy of the amendment to the bill. The bill as amended has 
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the approval of this company and it is our present intention not to appear at the 
hearing on Thursday. 
Thanking you for your cooperation, 
Sincerely yours, 
R. S. Lerrwicu, 
General Counsel and Secretary 


Mr. Davis. Is there any other person present who desires to be 
heard on this bill? 

Mr. McCarr. May I request that the committee receive a state- 
ment from Mr. Walters, since it was impossible for him to be here? 

Mr. Davis. We will reserve a place for Mr. Walters’ statement, 
and it will be placed in the record; and Mr. George D. Riley, member, 
national legislative committee, American Federation of Labor; also, 
the National Association of Postal Supervisors have requested per- 
mission to file statements which will be incorporated in the record at 
this point. 

(The matter referred to is as follows:) 


STATEMENT OF THomMAS G. WaALreRS, OPERATIONS DiREcTOR, GOVERNMENT 
EMPLOYEES’ Councin A. F. oF L. 


Dear Mr. Chairman and members of this committee, by way of introduction, 
my name is Thomas G. Walters, operations director of the Government Employees’ 
Council of the American Federation of Labor, 100 Indiana Avenue NW., Wash- 
ington 1, D. C., phone EXecutive 3—2820 and 3-2821. 

The Government Employees’ Council of the American Federation of Labor is 
made up of 21 national and international unions whose membership, in whole or 
in part, are civil service employees. The total Federal and postal employee 
membership of the Government Employees’ Council is more than 500,000. 

Mr. Chairman and members of the committee since the date of enactment. of 
the Federal Employee Group Life Insurance Act of 1954 we of the Government 
Employees’ Council have constantly urged the Civil Service Commission and the 
proper committees of Congress to amend the Group Life Insurance Act to protect 
all the employees affected by this legislation. 

We congratulate and appreciate this committee holding hearings on this subject. 

We feel that H. R. 6903 and 8. 1792 have for their main purposes to protect all 
nonprofit associations of Federal employees who over the years have formed group 
life insurance obligations. We therefore, are very happy to endorse the intent 
and purpose as outlined in H. R. 6903 and 8S. 1792, and strongly recommend that 
your committee favorably report this legislation to the full committee and that it 
will speedily be enacted into law. 





NATIONAL ASSOCIATION OF PosTAL SUPERVISORS, 


Washington, D. C., June 23, 1955. 
Statement on H. R, 6903 


Honorable Chairman and Members, Committee on Post Office and Civil Service, 
House of Representatives: 

I appear in the interest of several hundred retired members of the National 
Association of Postal Supervisors, and an even greater number of active members 
of this association, all of whom are presently covered by life insurance group 
policies carried by many of our local branches in the larger cities in standard life 
insurance companies, or in mutual nonprofit insurance associations operated by 
postal employee groups in various cities. 

The Federal Employees’ Group Life Insurance Act of 1954 provides low cost 
term life insurance available to all Federal employees, and contains a provision in 
section 10 which was intended to allow retired employees who are members of such 
Associations to be covered into the provisions of the above act. This provision 
has proved to be unworkable because it has been found practically impossible to 
secure a unanimous vote of all members of such associations to pay its total in- 
surance assets into the insurance fund maintained by the Civil Service Commis- 
sion, as presently required. 

Practically all of those retired members have carried this insurance for long 
periods of years, many of them for 30 years or more, and have reached an age at 
which it is impossible for them to take out new insurance in standard companies. 























































20 AMENDMENT TO GROUP LIFE INSURANCE ACT 


The low rate provided in the new Federal Employee Insurance is causing many 
of the members of these Associations to drop their mutual group insurance to 
such an extent that most of them must disband within a short time because of the 
many withdrawals. This will leave these retired meinbers without the insurance 
protection on which they had depended to carry through their years of retirement. 
Many actively employed members have similarly carried insurance in these 
mutual groups for long periods of years and desire that provision be made that this 
insurance coverage also be taken into the new Federal employee insurance, for 
which they are willing to continue payment of present premiums, in addition to 
their regular coverage under the new act, though many of them will, or have al- 
ready dropped their mutual insurance coverage. 
The bill before you would provide adequately for both of the above categories 
insofar as continued insurance coverage is concerned, but since probably a major 
portion of the active employees would not desire to continue their present mutual 
coverage and feel that thev are entitled to their share of the Association’s in- 
surance fund, alternative (2) in section 10 (c) of H. R. 6903 would deprive them 
of this benefit which they consider is rightfully theirs, as having accumulated to 
a large extent from premiums paid by them. 
We therefore suggest that alternative (2) in section 10 (c), beginning on line 7 
on page 5 of H. R. 6903 be amended to read as follows: 
(2) that portion of the total assets of the life insurance fund of such association 
as accrued or resulted from premiums paid by those members whose insurance 
obligations are assumed by the fund created by section 5 (c), whichever is the 
lesser.” 
We believe that with this amendment, the provisions of H. R. 6903 would 
adequately and fairly provide for all members of mutual association groups, who 
have depended for many years on that protection, and we urge favorable con- 
sideration of the bill. 
Sincerely, 
Pats HorvTON, 
Legislative Representative, National Association of Postal Supervisors. 





STATEMENT OF GEORGE D. Ritey, MEMBER, NATIONAL LEGISLATIVE COMMITTEE, 
AMERICAN FEDERATION OF LaBor BEFORE THE House Post OFFICE AND 
Civit Service ComMMITTEE on H. R. 6903, JuNE 29, 1955 


The Government Employees Group Life Insurance Act was one of the last 
passed in the 83d Congress. H. R. 6903 would correct some of the provisions of 
that act which went through in the final days and which works a hardship upon 
some which, we feel sure, certainly was not intended. 

Warren Irons of the Civil Service Commission made a publie statement by 
radio last year that this insurance act would put existing employee systems 
out of existence. This appears to be the result rather than the intention of the 
basic act. 

In any event, now is the time to soften the blow of putting such systems out of 
business through adoption of H. R. 6903. 

We support H. R. 6903 and urge an early report. 

Inasmuch as the 1954 act does destroy these private systems and therefore 
does exactly the opposite to what the National Administration says it wants 
to see done by keeping Government out of business, it is suggested that some form 
of equity now be shown toward systems forced to liquidate. 

In its haste to destroy existing systems, the Civil Service Commission should, 
in my view, have come forth voluntarily with a plan to correct or alleviate the 
unfairness which the 1954 act has brought about. 

Many Government employees have paid premiums into their insurance systems 
for as many as 25 years. The Congress made short shrift of these investments. 
There are other points in the insurance bill, including the rapid depreciation of 
life insurance benefits at 24 percent a year after age 65. , But, this is the subject 
of remedial legislation apart and in itself. 

Suffice to say at this time that the lessons learned from what has happened 
under the life insurance legislation fully justifies a long second look at other 
Administration proposals under the heading of ‘‘employee fringe benefits” which 
are yet to be advanced, notably the upcoming health and hospitalization bill. 

It is evident that these “fringes” are no tremendous bargain except to the 
insurance companies which will have a minimum of overhead and a maximum of 
revenues, one large check from the Government each pay period with the Govern- 
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_ 


ment running the operation and paying the administrative costs. 
more about this when the other proposals are before you. 

Mr. Davis. Mr. James B. Cobb, president, National Alliance of 
Postal Employees, has requested that his organization be recorded 
as being in favor of the enactment of bill H. R. 6903. 

The subcommittee will adjourn subject to the call of the Chair. 

(Thereupon, at 10:40 a. m., the subcommittee adjourned subject 
to the call of the Chair.) 


x 


But here again, 











